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SUMMARY 


Spurred by continued export growth, the Thai economy is accelerating. 
Both exports and imports are running well ahead of a year ago. The 
trade deficit is up and the balance of payments will be in deficit 
by around $150 million. The pace of inflation has quickened and 
will be in double figures this year after two years when it was held 
at about six percent. 


A major hope for the future is the development of the substantial 
gas reserves in the Gulf of Thailand. Exploitation of Gulf gas 
could provide the catalyst for a real boom in the Thai economy. 
There is considerable U.S. private sector interest in participating 
in various aspects of natural gas development and utilization. 


The market for U.S. products in Thailand has been growing over the 
past decade, and opportunities for sales in such fields as agri- 
business, office equipment, and scientific and communications equip- 
ment are good. 





THAILAND - KEY ECONOMIC INDICATORS: 


All values in U.S.$ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$ 1.00 = 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant (1962) Prices 


Per Capita GNP, Current Prices (US$) 


Gross Fixed Capital Formation 
at Current Prices 

Personal Income 

Indices: (1963 = 100) 
Agricultural Production 
Rice (Paddy) 
Maize 
Sugar 

Labor Force (in thousands) 


MONEY AND PRICES 

Money Supply 

Interest Rates Commercial Bank 
Prime 

Indices: 


Wholesale Price (1968 = 100) 


Consumer Price (Oct 64-Sept 65= 


Balance of Payments and Trade 


Gold & For. Exch. Reserves* 
External Public Debt 
Annual Debt Service 
Balance of Payments 
Balance of Trade 
Exports, FOB 
U.S. Share 
Imports, CIF 
U.S. Share 


B 20.0 


14,595 
8,233 
349 


3,393 
11,714 


129.7 
355.6 
403.5 
20,097 


1,749 
42.5 


182.6 
100) 180.8 


1,369 
615 
443 

-143 
-1,092 

2,250 
248 

3,342 
478 


16,199 
8,702 
377 


3,816 
12,882 


130.2 
314.8 
551.3 
20,621 


2,031 
10.5 


189.8 
188.4 


1,484 
832 
460 

-4 
-604 

3,040 
305 

3,644 
487 


1977 


18,755 
n.a. 
426 


1,089 
433 
-200 
-930 
3,225 
336 
4,155 
576 


+30.9 
-5.9 


+54.0 

+6.1 
+10.2 
+14.0 
+18.3 


Main Imports from U.S.: (1976) (Mill.$): Machinery, Mechanical 
appliances and parts (61.9), Aircraft (38.4), Electrical 
Machinery (45.4), Cotton (31.8), Fertilizer (25.7), Tobacco 
(26.3), Iron and Steel (33.0), Chemical Product (23.6) 


Footnote: *Net Foreign Exchange position 


Source: 


National Economic and Social Development Board; Bank of 


Thailand; Business Economic Department; Customs Depart- 
ment; Department of Labor 





Good export performance is continuing to spark the Thai economy. 
Government economists are confident that the GNP will achieve the 
target rate of seven percent. Despite drought conditions in some 
parts of the country and lower forecasts for some principal crops, 
' mational income specialists believe that the agricultural sector 
will increase production by over three percent, while industrial 
production will increase by almost nine percent. 


Foreign Trade Continues High Growth Rate 


Thai foreign trade amounts to over 20 percent of its Gross Domestic 
Product, making the international trade sector a vital determinant 

of the economic health of the country. Last year was a year of 
extraordinary growth for Thai exports; they were up 35 percent from 
the recession year of 1975. Comparing growth in 1977 with that of 
1976, we could not expect a similar percentage increase, since the 
comparison is with a record year. Nevertheless, at mid-year exports 
were running 20 percent ahead of 1976. More than half of the increase 
in the value of exports was contributed by rice and tin. The Ministry 
of Commerce in the first half of 1977 engaged in an aggressive effort 
to push government-to-government sales of rice. In view of low 
domestic stocks and forecasts of lower rice production during the 
1977-78 season, various restraints have since been put on rice exports. 
Drought conditions affected the corn crop, so exports of this com- 
modity will be down from last year's level. We would not expect 

that the increase in exports recorded in the first half will be main- 
tained in the second half of the year. For full year 1977, exports 
should be up about 15 percent from the level of 1976. 


The slowdown of exports which has occurred in the second half will 
carry over into 1978. Large rice exports should resume at mid-year 
as the 1977-78 crop comes in, but Thailand will probably not be able 
to ship the same large quantity next year as this. With large crops 
of competitive animal feed produced in Europe, the outlook for tapioca 
is less bright than it has been for the past few years. There is 
little prospect for increases in sugar prices and no prospect for the 
kind of production increases that Thailand has recorded in recent 
years. Prospects for natural rubber and tin, currently in good 
demand, depend on the high level of industrial activity in the 
developed countries. All in all, 1978 shapes up as a period of dif- 
ficulty for Thai export earnings. The volatility of export earnings 
lends urgency to the Thai desire to achieve or strengthen commodity 
agreements for natural rubber, sugar, and tin. 





Imports in the first half of the year increased faster than exports, 
resulting in a larger trade deficit than in 1976. Increased imports 
reflect the healthier state of the Thai economy, with much of the 
increase accounted for by raw materials and machinery needed for 

Thai manufacturing and development projects of the Thai public sector. 


Significant Balance of Payments Deficits Likely in 1977-78 


Income from services will partly offset the deficit in the trade 
account, but the Thai current account will still be in deficit in 
1977. Income from tourism has been stagnant over the past few years, 
while income from U.S. military spending, once a major factor in 
Thai balance of payments surpluses, is now negligible. 


Thailand will continue to have recourse to borrowing from international 
banks over the next few years. Thailand's initial venture in the 
Eurodollar market in 1976 was a $100 million five-year loan which 
carried an interest rate 1 3/8 percent over the London Inter-Bank 
rate. During 1977 Thailand is borrowing at a lower interest rate 

and for a longer term. The largest single loan will be a $60 million 
eight-year credit arranged by Manufacturers Hanover, the Mitsui Bank, 
and the Dresdner Bank at one percent above the interbank rate for 

the first four years and 1 1/8 percent for the next four years. Other 
commercial loans principally for public sector enterprises guaranteed 
by the Thai Government will amount to over $100 million. Thailand 
also intends to draw upon the IMF Trust Fund derived from sales of 
some of the IMF gold. Even with this increased borrowing, a balance 
of payments deficit in excess of $150 million is likely for this year. 


Based on the current situation and trends in Thailand's major agri- 
cultural exports, another substantial deficit is expected in 1978. 
With a strong foreign exchange reserve position (over $1.4 billion 
as of August 31) and a low debt service ratio (about 15 percent, 
public and private), managing the prospective deficits will not be 
too troublesome. 


Investment Climate: Old Clouds Dispelled, but New Ones Mount 


The past year has seen a number of improvements in the investment 
climate: tin mining has been resumed on the former TEMCO properties 
in South Thailand, a new concession agreement has been negotiated 
with Thai Zinc providing for construction of a refinery in North 
Thailand, and the Immigration Department has cut red tape considerably 
for foreign businessmen. New problems have, however, arisen. 





Principal among them are troublesome customs cases. Companies have 
had fines levied against them long after the goods involved were 
imported and used in production. Notable among these cases is the 
Siam Kraft Paper Company, which has been ordered to pay a large fine 
for goods originally imported duty free with the approval of the 
Board of Investment in 1970. Siam Kraft was financially reorganized 
only in 1976 and would not be even operating today were it not for 
the forebearance and good will of its creditors, chief among them 
the Export-Import Bank of the United States. The heavy customs fine 
being exacted from a financially-ailing company just now on its way 
to recovery does flash a caution sign for lenders and investors. 

The outcome of a court appeal by the company for more lenient fine 
payment terms will be closely watched by foreign investors. 


Whatever the long-term implications of cases such as Siam Kraft, the 
current investment picture is brighter than a year ago. Greater 
demand for raw materials and capital goods imports has already been 
mentioned. General levels of manufacturing are high and many com- 
panies are planning to expand, among them the major cement and tire 
companies. An indication of confidence and availability of money in 
Thailand has been the recent boom in the local stock market. Volume 
on the Securities Exchange of Thailand has actually exceeded that of 
any exchange in East Asia except for Japan. This boom has had con- 
siderable speculative froth but stocks had been underpriced and they 
have not generally risen to unwarrantable levels. 


Natural Gas Developments 


The Thanin Government, which in- November 1976 assigned a high priority 
to a project to build a pipeline from natural gas fields in the Gulf 
of Siam to Bangkok, continued to press forward with construction 
plans. Although the Government has not yet reached agreement with 
Union Oil Company and Texas-Pacific Company on a natural gas pricing 
formula, the Natural Gas Organization of Thailand (NGOT) in July- 
August selected two major U.S. firms to carry out (1) a study of oil 
and natural gas reservoirs in the Gulf, and (2) planning and super- 
visory work on an initial pipeline route survey. Both studies are 

to be completed early in 1978. In addition, the NGOT reported the 
World Bank has agreed to loan it up to $5 million to finance design 
and engineering work to bring the pipeline project to the construc- 
tion stage. In July the NGOT issued a progress report, noting, among 
other things, that sixteen leading banks (seven of them U.S.) and 
twelve international contractors (three U.S.) have expressed an 
interest in investing in the project. 





Mining 


The Thanin Government has also moved actively with regard to mining. 

In addition to reaching agreement with Billiton Company, a subsidiary 

of Royal Dutch Shell, to resume off-shore dredging for tin in the 
erstwhile TEMCO concession in the Andaman Sea, the Department of Mineral 
Resources (DMR) has stepped up uranium and potash exploration in the 
northeast. On the basis of this work, coupled with the parallel uranium 
exploration efforts of geologists employed by foreign firms, it appears 
that uranium may exist in commercial quantities in Khon Kaen and Udon 
Thani provinces. The DMR has earmarked increased funds for uranium 
exploration in fiscal 1978 (Oct. 1-Sept. 30 in Thailand). With regard 
to potash, which could be highly important to Thailand's fertilizer- 
poor farmers as well as to exporters, the DMR plans before the end of 
the year to issue permits for the first time to foreign firms to 

survey potash deposits in the northeast and will make available the 
results of DMR surveys which have located important deposits of low-grade 
potash (carnallite) in nine provinces in the Korat Plateau and high- 
grade potash (sylvite) in Nakhon Ratchasima province. 


Inflation Steps Up 


The cost of living as reflected in the government's consumer price index 
for Bangkok has gone up 7% percent since the end of 1976, most of the 
increase occurring since the price rise for oil products in March. At 
the end of July the index stood 10.9 percent above the level of July 1976. 
The Thai Government expected that the inflation rate would be higher in 
1977 because of petroleum product increases but had hoped to keep it 
below 10 percent for all of 1977 as compared to an inflation of below 

six percent for 1975-76. One especially negative aspect of the price 
increases is that food prices have risen faster than the general average. 
Real wages of workers will decline in 1977. 


Organized Labor Loses Political Strength 


Prior to 1973 labor-management relations were characterized by a tradi- 
tional Thai paternalism between the employer and employee. During the 
period of the democratic experiment from 1973 to 1976, labor unions were 
legalized and began organizing along Western lines in the public sector 
and in some of the larger private corporations. In the process organized 
labor developed considerable political power, reaching a high point in 
January 1976 at the time of the threatened general strike over retail 
price increases of rice and sugar. Increased labor unrest caused many 
traditionally oriented Thai to become apprehensive about organized labor's 
role in Thai society. 





After the events of October 6, 1976, the new Thai Government, operating 
under martial law, banned all strikes and lockouts and established a 
requirement that all "political meetings" of five or more people must 
have a police permit. By applying this requirement to labor unions 
and by refusing to grant police permits for most union meetings, the 
Thai Government has drastically reduced union activities. The Govern- 
ment has also challenged the legal status of state enterprise unions 
and proposed major revisions in the existing Labor Relations Act. 
Labor leaders have publicly criticized the Government's labor policy 
but to date undertaken no work actions in protest. It is unclear at 
this time whether normal union activity will be permitted to resume. 


Political Scene Quiet on Surface 


Except for an abortive and quickly-squelched military coup at the end 

of March, the political scene has been quiet on the surface over the 
past year. Behind-the-scenes maneuvering for power and position has 
been going on both within the military and civilian leadership. More 
and more businessmen have come to think that whoever fills the major 
official positions, no conceivable realignment would cause a fundamental 
change in Thai economic policy. Businessmen therefore tend to view the 
political scene with considerably more equanimity than they did six 
months or more ago. Whatever changes may occur, business decisions are 
likely to be made with more attention to economics than to politics. 


Insurgency: A Long Term Challenge, but Not an Immediate Threat 


One of the questions raised by American businessmen visiting Thailand 
is how serious a threat the Communist insurgency is. Observers who 

saw the seemingly swift collapse of the neighboring states in 1975 wonder 
whether it could happen here. There is no doubt that the insurgency 

is a serious long-term challenge to the stability of the government, 
but the number of insurgents is small, they are mostly located in peri- 
pheral areas of the country, and the issue of nationalism is on the 
side of the government and against the insurgents. The government has 
the capability and resources to meet the long-term challenge through 
genuine commitment to the goals and programs encompassed by the current 
Economic and Social Development Plan. 


Economic Development Plan 1977-1981 


Thailand's Fourth Five-Year Plan, for the period 1977-1981, aims for a 
higher and sustained rate of output, investment and employment expansion 
especially during the first two years of the Plan. The objective of 





the Plan is to promote a more equitable economic and social order to 
ensure that the benefits of development are shared out more equitably 
among a larger segment of the population. The longer run emphasis is 

on reducing social and economic disparities by increasing rural income 
and employment opportunities, diversifying agriculture and improving 
agricultural productivity. The Plan also stresses an industrial develop- 
ment strategy to promote export-oriented and agro-based industries and 
natural resources development including water, forest and minerals 
resources, and land reform. The Plan projects a growth rate of seven 
percent annually and requires a total investment of about $31 billion. 


The Plan lists prospective new public sector projects of almost 

$8.0 billion with the greatest portion being projects of state enter- 
prises. The power sector alone accounts for over $3.0 billion including 
hydro-, conventional thermo-, and nuclear-generating stations, trans- 
mission and distribution, and rural electrification. Many of these 
projects have potential for significant business for U.S. firms. 


Implications for the United States 


Some of the best investment and sales opportunities for American companies 
in Thailand continue to be in the agribusiness sector. With the govern- 
ment's development plans emphasizing the higher rural incomes and employ- 
ment and developing the economy in the countryside, sales prospects look 
particularly attractive for exporters of food processing and packaging 
machinery and equipment, as well as a wide variety of products and ser- 
vices needed for planned development of the rural economy. Thailand's 
Fourth Five-Year Plan includes rural development among its priority 
objectives, with the government expecting to allocate considerable sums 
for such things as irrigation projects, expansion of power generation 
and transmission facilities, rural electrification, regional airport 
expansion and port improvement projects, country-wide expansion of tele- 
phone facilities, and the like. Equipment to complete such projects 

as these will be needed, as well as construction equipment and consult- 
ing services. 


There are other opportunities as well for American exporters, not directly 
related to rural development or construction. There are expanding markets 
for office equipment, communications equipment, furniture-making machinery, 
and hospital and medical equipment. American exports to Thailand have 
continued to increase over the past several years, and there is every 
reason to believe that this trend will continue. Thailand is not yet 
ready for the most sophisticated of equipment, but it is clearly moving 
steadily in that direction and U.S. companies which have developed rela- 
tions with local agents and the local market will be in the best position 
to benefit when that time comes. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 
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about a selected foreign country’s 


a i trade patterns 
y 4 a A. industry trends 
- distribution channels 
transportation facilities 
trade regulations 
prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


TAKE A Take a look at the country’s 
Foreign trade 
OUR OF Foreign investment 
i Finances 
eeulanniye ae 
Basic economic facilities 
Natural resources 
Population 
WI i. SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 
trading countries. 
VIEW other special reports such as: 
Appraisal of China’s Foreign Trade Policy 
Basic Data on the Economy of the Soviet Union 
A Business Guide to European Common Market 
A Guide to End Users and Research Organizations 
in Hungary 


© Quarterly statistics reports on U.S. foreign trade 
START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Single copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 
20230.) 


(piease detach here) eae aii 
emittance Enclo: 
SUBSCRIPTION ORDER FORM (Make checks payable 
ENTER MY SUBSCRIPTION TO OVERSEAS No additional postage is required for to Superintendent of 
BUSINESS REPORTS at $36.50 a year. mailing within the United States or Documents) 
Add $9.15 for foreign mailing. its possessions. 


Send Subscription to: () Charge to my Deposit 
= Account No. 
NAME—FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








OULLOO< 


i 


The 18th edition of this popular business aid is now in preparation. 


Status reports on the activity — shipments, employment, major develop- 
ments, trends — for more than 200 industries. Includes year-ahead 
and 5-year forecasts for each. 


A handy compilation of statistics researched and analyzed by 100 
Government business conditions experts. 


Over 500 pages of facts and forecasts for under $10. 


Make sure you get your copy! 


Fill out and mail the coupon below to be notified when the new edition is available. 
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